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Vendors  Get  Low  Marks 

A  new  CIO  report  card  shows 
that  many  IT  suppliers  fall 
short  as  strategic  partners  e 


HP  ProLiant  BL465c  Gen8  server  blade 


If  “lowest  cost  per  virtual 
machine”  doesn’t  get  you, 
its  1 50  design  innovations  will. 


The  new  HP  ProLiant  BL465c  Gen8  server  blade,  powered  by  AMD  Opteron™  6200  Series 
processors,  offers  1 50  customer-inspired  design  innovations  and  features  Intelligent 
Provisioning  so  you  can  deploy  servers  3X  faster  with  45%  fewer  steps  *  All  for  1 5%  less 
per  server.*  It  adds  up  to  more  innovation  and  performance,  for  less. 


The  power  of  HP  Converged  Infrastructure  is  here. 

Learn  more  with  the  IDG  white  papers  Virtual  Machines 
Find  Ideal  Physical  Home  and  Transforming  Your  Database 
from  a  Pain  Point  to  a  Power  Point 

Visit  hp.com/go/gen8bladeserver2  or  scan  the  QR  code. 


'For  details  on  claim  substantiations,  visit  hp.com/go/qen8bladeserver2 
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Defining  Data  Scientists 


Rescue  Your  Board 

CIO  Helen  Cousins  took  exactly  the  right  approach  when  she  stood  in  front 
of  Lincoln  Trust’s  board  of  directors  not  long  ago.  Her  mission  was  to  edu¬ 
cate  the  board  about  predictive  analytics— a  topic  that  can  get  gruesomely 
geeky  in  about  the  time  it  takes  to  cross  your  eyes. 

Knowing  that  these  days  board  members  are  especially  concerned 
with  the  “lifetime  value”  of  the  financial  firm’s  customers,  this  veteran  CIO 
wisely  focused  her  discussion  on  something  they  actually  cared  about.  She 
explained  how  predictive  analytics  could  identify  (and  better  serve)  their 
most  valuable  customers. 

“If  they  don’t  know  about  technology,”  Cousins  points  out  in  our  cover 
story  (“Clueless  in  the  Boardroom,”  Page  22),  “they  can’t  imagine  what  I’m 
imagining.” 

Notoriously  clueless  about  IT,  the  average  board  of  directors  is  danger¬ 
ously  undereducated  about  technology.  In  our  exclusive  survey  of  250  IT 
leaders,  we  confirmed  what  everyone  already  suspected  about  the  board’s 
allergic  reactions  to  strategic  IT  discussions.  With  its  risk-averse  nature 
and  stockholder  focus,  this  venerable  assemblage  of  business  experts  is 
more  likely  to  stymie  IT  innovation  than  encourage  it. 

That  obviously  needs  to  change,  and  there’s  reason  to  believe  it  could.  A 
recent  survey  by  PricewaterhouseCoopers  found  60  percent  of  directors 
wanting  to  devote  more  time  to  IT  issues  in  the  coming  year— up  from  only 
36  percent  last  year.  That  is  a  huge  opportunity  for  CIOs,  who  need  to  be 
giving  their  boards  “a  framework  to  discuss  IT,”  says  Don  Keller,  a  partner 
at  PricewaterhouseCoopers’  Center  for  Board  Governance. 

Evelyn  Follit,  a  former  CIO  who’s  served  on  the  boards  of  six  companies, 
recommends  a  divide-and-conquer  strategy.  Create  a  short  briefing  paper 
on  an  emerging  IT  trend,  for  example,  and  then  hold  private  meetings  with 
the  more  amenable  members.  Some  directors  may  be  hesitant  to  ask  ques¬ 
tions  (and  betray  their  weak  spots)  in  front  of  the  full  board,  she  notes. 

Our  story  delivers  reality-tested,  actionable  advice  on  how  CIOs  can  res¬ 
cue  their  boards  from  a  lack  of  IT  understanding.  Among  our  experienced 
sources  are  the  CIOs  of  American  Airlines,  Darden  Restaurants,  Dun  and 
Bradstreet,  and  Talisman  Energy.  Ultimately,  this  rescue  mission  is  well 
worth  your  time,  as  a  tech-savvy  board  can  be  a  uniquely  useful  resource. 
“They  keep  you  real,”  says  CIO  Jim  Noble  of  Talisman  Energy.  “They  keep 
you  connected  with  the  marketplace.” 
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IT  leaders  are  having  a  hard  time  defining 
the  job  description  for  data  scientists 

and  finding  people  who  combine  busi¬ 
ness  expertise  with  the  ability  to  analyze 
massive  amounts  of  data,  according 
to  Contributing  Writer  Allen  Bernard.  One 
analyst  says  the  ideal  data  scientist  would 
have  all  the  skills  of  a  data  hacker,  ana¬ 
lyst  communicator  and  trusted  adviser. 
www.cio.com/article/718874 

University  Video  Upgrade 

Drexel  University  is  replacing  its  outdated 
classroom  video  projectors  with  a  high-tech 
integrated  system,  reports  Contributing 
Writer  John  Moore,  The  university  upgraded 
to  a  cloud-based  service  that  can  deliver 
video  to  rooms,  videoconferencing  centers, 
video  phones,  PCs  or  mobile  devices.  The 
system  will  be  used  for  creating  videos  for 
the  university's  leadership  develop¬ 
ment  program  and  for  reaching  students 
in  distance  learning  programs.  Drexel's 
IT  group  is  working  with  Advanced  AV,  an 
audiovisual  systems  integrator,  on  the  proj¬ 
ect.  www.cio.com/article/718747 

CSI  on  Mobile  Devices 

Security  groups  need  to  make  sure 
they're  ready  for  the  possibility  of  a 

forensic  investigation  of  mobile 
devices  in  case  of  litigation  or  a  data 
breach,  says  Senior  Online  Writer  Thor 
Olavsrud.  This  is  especially  true  for 
organizations  that  need  to  comply 
with  regulations  such  as  HIPAA. 
Experts  say  organizations  should  include 
the  right  to  examine  an  employee's 
device  in  their  mobile  policies  and  stay  up- 
to-date  on  what  new  security  features  are 
becoming  available  for  smartphones. 
www.cio.com/article/718859 


Maryfran  Johnson,  Editor  in  Chief,  CIO  Magazine  &  Events 

mfjohnson@cio.com 


Compiled  by  Staff  Writer  Lauren  Brousell. 
Have  a  comment  about  a  story  in  this 
issue?  Go  to  www.cio.com/issue/ 
20121115  or  write  to  letters@cio.com. 
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SIMPLY 

and  securely  accessing,  sharing,  and  printing 
documents  from  anywhere,  with  the  touch  of  a  button, 
helps  you  do  more,  and  do  better. 


ADVANCED 


is  an  understatement.  Our  next-generation  imageRUNNER  ADVANCE  Series  integrates  seamlessly 
with  your  enterprise  systems.  So  much  so,  it  becomes  an  important  part  of  how  your  business  runs. 
It  gives  users  easy,  secure  ways  to  do  more  in  less  time— from  simple-to-use,  one-touch  interfaces, 
to  printing  and  scanning  via  the  cloud.  And  it  gives  IT  staff  easy  and  total  control. 


See  it  in  action  at  usa.canon.com/SimplyAdvanced 


Canon 

imagcANYWARE 
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PHOTO  BY  WEBB  CHAPPELL 


CIO 


FROM  THE 

PUBLISHER 

EMERITUS 


Losing  Control? 

Several  weeks  ago,  CIO’s  VP  of  marketing  asked  me  to  stop  by  her  office 
to  review  a  puzzling  finding  in  a  big-data  study,  which  claimed  IT  execu¬ 
tives  said  budget  concerns  could  prevent  them  from  deploying  big-data 
solutions.  “How  could  that  be?”  we  wondered,  thinking  that  big  data  was 
largely  immune  to  budget  constraints.  Then  we  thought  about  the  contro¬ 
versial  Gartner  prediction  that  chief  marketing  officers  would  have  larger 
IT  budgets  than  CIOs  by  2017.  Could  it  be  that  IT  spending  levels  controlled 
by  non-IT  groups  (like  marketing)  are  putting  additional  pressure  on  IT 
executives  to  scale  back  infrastructure  investments? 

Some  hours  later,  our  conversation  snapped  into  sharper  focus  when 
I  came  across  a  Wall  Street  Journal  blog  post  with  the  provocative  headline 
“CIOs  Losing  Control  of  Corporate  IT  Spending.” 

The  post  discussed  a  study  by  Rubin  Worldwide,  a  technology  research 
company,  that  found  that  businesses  are  spending  more  money  on  IT  than 
ever  before— but  less  of  that  budget  is  earmarked  for  traditional  forms  of 
technology  spending.  The  study  was  managed  by  Howard  Rubin,  the  firm’s 
founder  and  a  senior  adviser  at  Gartner,  a  man  I  have  known  and  respected 
for  years  and  consider  to  be  one  of  the  best  analytic  minds  in  the  busi¬ 
ness.  So  I  looked  closely  at  his  bottom-line  conclusion:  Across  all  business 
sectors,  companies  are  spending  $8.60  on  “non-IT”  technology  for  every 
dollar  they  spend  on  traditional  forms  of  IT  like  infrastructure,  application 
development  and  maintenance. 

In  the  nontraditional  IT  spending  bucket,  Rubin  tosses  any  tech-related 
expense  other  than  applications  and  processing,  including  robotics,  process 
automation,  data  analytics  and  embedded  chips. 

But  that  eight-to-one  gap  between  non-IT  and  traditional  IT  spending 
still  doesn’t  compute  for  Rubin.  He  sees  companies  falling  down  when  it 
comes  to  leveraging  their  IT  investments,  which  should  be  lowering  process 
costs.  His  advice  for  CIOs  was  straightforward:  Effectively  manage  your 
IT  portfolio  with  “a  cohesive  view  towards  creating  value.”  That  may  be 
through  direct  customer  impact,  or  front-line  product  engineering  work,  or 
risk  management.  The  successful  next-generation  CIO,  he  contends,  should 
look  more  like  a  chief  digitization  officer. 

Good  advice,  all  of  that.  My  two  cents?  If  I  were  you,  I’d  make  customer 
interactions  and  intimacy  your  number-one  IT  priority  in  the  coming  year. 


Gary  Beach,  Publisher  Emeritus 

gbeach@cio.com 
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UNLOCK  THE  POTENTIAL  IN  YOUR  PEOPLE 


When  the  next  race  in  the  Formula  1™  circuit  looms  and  pole  position  is  the  goal,  Lotus  FI™  Team 
Technical  Director  James  Allison  shifts  into  overdrive.  Microsoft  Dynamics  gives  James 
proactive,  easy-to-use  tools  that  adapt  to  the  way  his  team  of  engineers  and  designers 
work.  So  the  Lotus  FI™  Team  can  coordinate  500  team  members  and  over  15,000  highly 
specialized  parts  to  build  one  very  fast  car.  Get  ready  to  transform  your  workforce  in 
record  time  with  business  solutions  from  Microsoft,  microsoft.com/dynamics 


Jk  Microsoft  Dynamics 


Actual  Lotus  FI™  Team  employee 
and  Microsoft  Dynamics  user 
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CIOs  Give  Vendors  Low  Marks 

New  index  evaluates  IT  suppliers  based  on  20  characteristics 
of  truly  strategic  partners  by  brendan  mcgowan 


Anew  metric  called  the  Strategic  Partner 
Index  shows  that  CIOs  see  much  room 
for  improvement  on  the  part  of  their  most 
important  IT  vendors. 

The  CIO  Executive  Council,  which  is 
affiliated  with  CIO  magazine,  developed  the  index  to 
help  enterprise  IT  leaders  evaluate  their  vendors  based 
on  a  weighted  list  of  20  partnership  actions.  In  a  survey 
of  279  CIOs  who  provided  743  evaluations  of  vendors, 
less  than  half  (46  percent)  perceived  their  vendors  as 
being  truly  strategic  partners.  The  council  defined 
a  strategic  partner  as  an  “important  vendor  that  has 
gone  beyond  effective  delivery  of  systems  and  services 
to  become  a  consistently  transparent,  responsive  and 
trusted  collaborator.” 

When  CIOs  rated  their  vendors,  the  average  score 
was  only  3.2  out  of  a  possible  10.  Vendor  practices  were 
weighted  according  to  how  important  they  were  to  CIOs. 
For  example,  honest  and  open  communication  was  con¬ 
sidered  table  stakes  by  CIOs  and  given  a  weighting  of  1. 
Meanwhile,  “joint  ventures  with  shared  risk  and  reward” 


was  considered  a  complex  and  potentially  valuable  activity 
and  was  weighted  a  4  (the  highest). 

Ken  Piddington,  CIO  of  Global  Partners,  says  “most 
vendors  only  interact  with  CIOs  when  they  are  trying  to 
sell  something  or  when  there  is  a  problem.”  Council  mem¬ 
bers  say  a  strategic  partner  is  a  different  kind  of  vendor, 
one  that  goes  beyond  being  a  mere  transactional  seller  to 
become  a  trusted  and  agile  collaborator.  The  benefits  of 
such  a  partnership  include  better  working  relationships, 
improved  service  levels  and  cost  management,  and  better 
collaboration  and  communication. 

For  Ken  Grady,  CIO  at  New  England  Biolabs,  the  pur¬ 
pose  of  a  strategic  partner  is  simple:  “I  want  you  to  be 
profitable,  and  me  to  be  profitable,  and  for  you  to  be  less 
cost-per-unit  over  time.”  To  accomplish  this,  Grady  relies 
on  mutually  understood  metrics  and  a  shared  risk-and- 
reward  model  to  help  both  sides  focus  on  shared  goals. 


Brendan  McGowan  is  media  and  programs  coordinator  at  the  CIO 
Executive  Council,  a  global  peer  advisory  community  founded  by 
CIO's  publisher. 
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Vendor  Breakdown  High-Value  Practices 

Average  Strategic  Partner  Index  scores  for  vendors  by  Examples  of  traits  that  CIOs  rate 

technology  category  (scale  of  0  to  10)  highly  in  a  strategic  partner 
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SOURCE:  CIO  EXECUTIVE  COUNCIL,  MAY  2012 


3  Collaborates  on  new  features  or 
products  for  our  mutual  benefit 

3  Is  open  to  entering  into  joint  ventures 
with  shared  risk  and  reward 

3  Provides  free,  relevant  advice 

3  Vendor's  staff  acts  as  a  seamless 
extension  of  our  own  IT  staff 

SOURCE:  CIO  EXECUTIVE  COUNCIL,  MAY  2012 
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Security  question  #17 


Can  your  Next- Gen  Firewall  pass  the 
ultimate  security  and  performance  test? 
How  about  excelling  in  three? 


labs 

The  Dell  SonicWALL  E- Class  NSA  Series  of  firewalls  is  the  first  to  receive 


the  ICSA  Labs  Enterprise  Firewall  Certification 

and  also  meet  all  Next-Gen  Firewall  Evaluation  requirements. 


SONICWALL 


Network  Security  Appliance 


SONICWALL 


Network  Security  Appl*"' 
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It's  been  a  rewarding  year  for  Dell  ™  SonicWALL”  and  our 
enterprise  customers.  In  addition  to  the  ICSA  Labs  Enterprise 
Firewall  Certification,  the  Dell  SonicWALL  E-Class  Network 
Security  Appliance  (NSA)  Series  is  also  the  first  "to  be  awarded 
the  ICSA  Labs  Evaluation  logo  to  certify  compliance  with  Next- 
Gen  Firewall  Evaluation  requirements."  ICSA  Labs  evaluated 
the  E-Class  NSA  Series  and  found  it  to  be  100%  effective  for 
application  identification  and  control,  100%  effective  against 
malware,  100%  effective  for  user-based  authentication,  with 
no  false  positives. 

Dell  SonicWALL  secures  the  enterprise. 


3x  Acclaimed 

See  the  results  for  all  three  independent  tests: 

sonicwall.com/sweepICSA 


SonicWALL 


ICSA  Labs,  an  independent  division  of  Verizon,  offers  third-party  testing  and  certification  of  security  and  health  IT  products,  as  well  as  network-connected  devices,  to  measure 
product  compliance,  reliability  and  performance  for  many  of  the  world's  top  security  vendors. 

Copyright  2012  Dell  Inc,  All  rights  reserved.  Dell  SonicWALL  is  a  trademark  of  Dell  Inc.  and  all  other  Dell  SonicWALL  product  and  service  names  and  slogans  are  trademarks  of  Dell  Inc. 
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Tame  Your  To-Do  List 

Three  tips  to  conquer  the  mile-long  list  of 
tasks  that  never  get  accomplished 


1  Break  daunting  tasks  into  pieces.  If  your 
to-do  list  is  too  high-level,  you  won't  have  the 
satisfaction  of  crossing  anything  off,"  says 
Nicole  Williams,  career  expert  at  Linkedln, 


How  do  I  manage  my 
online  reputation  to 
support  my  career? 


2  Conquer  the  dregs-tasks  that  stay  on 
your  list  for  days.  Divide  these  into  three 
categories:  hard,  nonessential  and  "don't  want 
to  do."  For  the  hard  pile,  ask  for  help  or  insight  from 
others,  Eliminate  nonessential  tasks,  and  delegate 
the  "don't  want  to  do"  pile,  Williams  says. 


Reprioritize  your  list  regularly.  When 
something  new  comes  up,  take  time  to  refocus 
your  list  and  see  where  the  new  item  fits  in. 

-Kristin  Burnham 


ALWAYS  maintain  a  branded  online  presence- 
it's  essential  in  today's  world  of  work.  Your 
online  identity  could  support  or  torpedo  your 
candidacy  for  the  position  you  may  want  next. 
According  to  multiple  studies  noted  by  Har¬ 
vard  Business  Review,  more  than  75  percent 
of  companies  and  recruiters  review  candidate 
profiles  online  and  70  percent  have  decided 
not  to  hire  a  candidate  based  on  what  they've 
found.  And  some  won't  hire  you  if  they  find 
little  online  information  about  you,  so  don't  try 
to  be  invisible  either. 


For  more  tips,  see:  www.do.com/artide/707B64 


book  Think  Like  a  Futurist 

By  Cecily  Sommers 

Sommers  identifies  the  four  forces  of  change: 
resources,  technology,  demographics  and  gov¬ 
ernance.  Then  she  helps  you  train  your  brain  to 
get  unstuck  from  the  “permanent  present”— the 
bias  toward  projecting  current  conditions  into 
the  future— so  you  can  develop  a  bold,  long-term 
vision  for  your  business.  Jossey-Bass,  $27.95 


SOMETIMES  mix  a  little  personality  into  your 
professional  image.  But  be  careful  and  use 
common  sense  on  exactly  what  you  share. 
There  are  some  things  we  just  don't  need  to 
know.  Use  the  80-20  rule:  80  percent  profes¬ 
sional  image  in  public,  20  percent  of  your 
personal  side.  For  example,  if  you  are  on  Twit¬ 
ter,  80  percent  of  your  tweets  can  be  about 
technology,  industry  and  business  topics, 
while  20  percent  are  about  your  thoughts  on 
travel,  sports,  current  events,  your  city,  fam¬ 
ily,  friends  and  your  personal  technology. 

NEVER  ruin  your  reputation  by  using  bad  lan¬ 
guage  or  being  disrespectful  (online  or  in  any 
public  setting).  If  you  want  to  disagree  in  an 
online  post,  make  your  point  in  a  polite  man¬ 
ner  and  move  on.  With  85  percent  of  American 
adults  using  the  Internet,  according  to  a  recent 
Pew  study,  there  is  a  lot  of  noise  out  there. 
Distinguish  yourself  as  an  intelligent  thinker, 
but  not  at  the  expense  of  someone  else.  Think 
before  you  press  the  enter  key.  If  you're  not 
sure  how  your  message  will  be  perceived,  now 
or  later,  decide  against  sending  it  and  simply 
walk  away. 


Kim  Batson,  a  CIO  career  coach,  can  be  contacted 
at  http://cio-coach.com. 
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Copyright  ©  2012  VMware,  Inc. 


Today,  99%  of  the  Fortune  Global  500  rely  on  VMware®,  the  leader  in  virtualization. 
VMware  built  the  foundation  for  cloud  infrastructure,  so  you  can  build  on  our  expertise 
to  create  a  cloud  environment  that’s  secure  and  highly  automated.  It’s  not  just  about 
getting  to  the  cloud.  It’s  about  getting  to  your  cloud.  _ 

vmware 

The  power  behind  your  cloud 


Visit  vmware.com/whiteboard 


Driven  to  Learn 

Avis  installs  a  smarter  voice-response  system  that  anticipates 
what  the  customer  will  wanttodonext  by  kim  s.  nash 

Avis  Budget  Group  wants  to  get  customers  from  Point  A  to  Point  B  faster  and  more  efficiently, 
even  before  they’ve  rented  a  car.  The  $5.9  billion  car-rental  company  installed  interactive  voice- 
response  technology  to  help  customers  navigate  its  reservation  system. 

Self-service  is  often  faster  than  dealing  with  an  agent,  and  customers  like  speed,  says  Avis  CIO 
Gerard  Insall.  And  if  Avis  saves  money  in  the  process,  all  the  better.  The  company  lost  $29  million 
last  year  and  has  started  several  IT  projects  intended  to  reduce  costs  and  increase  customer  loyalty. 
But  Avis  didn’t  want  any  part  of  automated  phone  systems  if  customers  would  be  left  unhappy. 

Early  automated  systems  frustrated  people  with  endless  loops  of  not-quite-right  answers  and 
layers  of  confusing  menu  options.  Some  still  do.  But  newer  technology  integrates  fine-tuned  ques¬ 
tions  with  historical  customer  information,  and  companies  hope  it  will  produce  happier  customers, 
says  Shep  Hyken,  a  customer  service  expert  and  founder  of  the  consultancy  Shepard  Presentations. 
Companies  must  learn  to  do  automated  systems  well  to  compete  effectively,  Hyken  says.  ►  ► 


'  T 

■  ■ 

■  ■ 

■■ 

..•••*116%  Use  of  smartphone  travel  apps  this  year.  Nielsen . 24°/o  Tech  startups  with  at  least  one  immigrant 

founder.  . 62%  People  who  use  websites,  apps  or  social  media  to  track  workout  progress.  Life  Fitness 
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crunch 


The  Office  of  2020: 


Customers  expect  to  interact  with  com¬ 
panies  by  pushing  buttons,  engaging  in  chat 
and  sending  questions  into  the  digital  ether, 
he  says.  They  also  want  to  know  that  live 
agents  are  ready  to  help.  The  key  for  CIOs  is 
to  use  technology  and  processes  that  instill 
consumer  confidence,  not  resentment. 

Avis  started  small,  targeting  the  17  per¬ 
cent  of  its  incoming  calls  that  involve  simple 
transactions,  such  as  canceling  or  confirming 
a  reservation,  extending  a  rental  or  getting  a 
copy  of  a  receipt.  What  differentiates  Avis’ 
system,  Insall  says,  is  that  it  learns.  ^B| 

Avis  chose  Px  Speech  software  from  a 
company  called  24/7.  As  Px  Speech  handles 
calls  over  time,  it  recognizes  incoming  phone 
numbers  and  matches  them  to  information  in  Avis’  databases 
to  anticipate  what  the  customer  wants. 

For  example,  if  someone  called  to  reserve  a  car,  then  calls 
again  toward  the  end  of  her  reservation  period,  the  system  will 
greet  her  by  name,  ask  her  to  confirm  her  name  and  prioritize 
the  automated  questions  so  that 
the  options  to  extend  a  rental  or 
request  roadside  help  are  more 
likely  to  come  up  early,  Insall 
explains.  “It’s  not  always  per¬ 
fect,  but  a  fair  percentage  of  the 
time  it  improves  the  experience 
and  there’s  less  time  required 
for  the  call.” 

The  company  recently 
decided  to  expand  the  system 
to  callers  seeking  a  new  reserva¬ 
tion.  Now  customers  are  asked 
for  five  pieces  of  information, 
including  pick-up  location  and 
the  date  and  estimated  time  of  pick-up  and  drop-off.  That  saves 
20  to  30  seconds  during  each  call,  leaving  human  agents  more 
time  to  make  the  rest  of  those  revenue-generating  interactions 
more  pleasant,  Insall  says. 

“A  lot  of  people  may  do  interactive  voice  response  solely  to 
save  money,”  he  says,  “but  our  business  case  was  to  provide  a 
better  customer  experience.” 


Many  employees  will  use  mobile  devices  to  work 
at  home,  and  from  satellite  offices,  customer 
sites,  hotels,  airports  and  coffee  shops 


PREDICTIONS  FOR  ZOZO: 


3  29%  of  employees  will  no  longer  work 
at  a  traditional  office 


3  Employers  will  reduce  office  real  estate  by  17% 
3  Most  companies  will  create  work  spaces 


that  are  more  collaborative  and  flexible 


SOURCE:  CITRIX  SURVEY  1,900  SENIOR  I.T.  DECISION-MAKERS  IN  19 


Big  Decision? 
Call  the  CIO 


Interactive 
voice  response 
may  save 
money,  "but 
[we  wanted] 
to  provide 
abetter 
customer 
experience." 


-Gerard  Insall,  CIO, 
Avis  Budget  Group 


Contact  Senior  Editor  Kim  S.  Nash  at  knash@cio.com.  Follow  her  on 
Twitter:  twitter.com/knash99. 


Businesses  make  bad  decisions  every  day. 
"But  leading  companies  tend  to  make  fewer 
bad  decisions,  especially  when  it  comes  to 
those  that  can  drive  or  destroy  significant 
value-decisions  that  matter,"  says  a  new 
report  for  CFOs  by  Deloitte  Consulting. 

Decisions  that  matter  include  those  about 
new  capital  projects,  technology  invest¬ 
ments,  strategic  plans,  pricing,  the  supply 
chain  and  talent  management.  But  decision 
makers  are  often  hampered  by  biases,  blind 
spots  and  overconfidence,  the  report  says. 

In  an  effort  to  make  better  decisions,  the 
report  says,  "many  CFOs  have  found  a  willing 
partner  in  the  ClO-a  person  who  can  bring 
several  specific,  powerful  capabilities  to  the 
table,"  especially  big  data,  information  visu¬ 
alization  and  predictive  analytics. 

However,  the  report  warns  that  the  CFO 
and  CIO  "should  be  well-versed  in  the  nuances 
of  behavioral  economics,"  to  help  overcome 
the  biases  that  lead  to  bad  decisions. 

"For  CFOs  looking  to  improve  the  quality  of 
decision-making  in  their  organizations,  there 
are  plenty  of  peers  who  can  help,"  Deloitte 
concludes,  "But  there  may  be  no  better  door 
to  knock  on  first  than  the  one  that  says  'CIO.'" 

-Mitch  Betts 


ImM—I 


....  68%  Businesses  that  invest  in  new  technology  rather  than  new  employees  in  order  to  avoid  complications  from 
employment  laws,  u  j  a  . 82%  People  who  like  interacting  with  a  company  on  its  Facebook  page. 
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Friends  With  Mobile  Benefits 

Barclays  bank  gives  UK  customers  a  personal  spin  on  mobile 
payments  with  its  Pingitapp  by  lauren  brousell 


PAYMENTS  You’re  out  to  dinner 
with  four  friends  and  no  one  remem¬ 
bers  to  ask  for  separate  checks.  Some 
have  cash,  some  have  charge  cards. 
How  do  you  split  the  bill? 

Barclays  bank  in  the  UK  pictured 
this  scenario  and  realized  it  couldn’t 
be  solved  with  its  current  online 
banking  site  or  mobile  app. 

“Wouldn’t  it  be  nice  to  text  that 
person  and  send  them  the  money 
you  owed  them?”  asks  Shaun  Terry, 
head  of  mobile  banking  at  Barclays. 
He  and  his  team  figured  there  had  to 
be  a  way  to  make  a  payment  to  some¬ 
one  through  a  phone  number  in  a 
smartphone  address  book. 

Barclays  conducted  focus  groups 
with  a  wide  range  of  customers, 
working  through  25  possible  versions 
of  the  mobile  app  and  relying  on  an 
external  agency  to  help  with  the  user 
experience  design.  Simplicity  was  the 


most  sought-after  feature. 

“Users  are  not  forgiving  if  you  have 
a  poorly  designed  app,”  Terry  notes. 

The  final  result  was  Barclays’ 
Pingit  person-to-person  mobile 
app,  which  lets  customers  send  and 
receive  payments  via  text  messages 
between  mobile  phone  numbers.  The 
app  received  a  2012  CIO  100  award 
for  innovation  and  business  value. 

After  90  days  of  development, 
Barclays  rolled  out  Pingit  to  its  UK 
customers  last  February.  Bank  offi¬ 
cials  declined  to  discuss  the  costs, 
but  said  full  payback  on  the  invest¬ 
ment  took  7-12  months. 

To  set  up  the  service,  customers 
download  the  Pingit  app  from  the 
app  store  on  an  iPhone,  a  BlackBerry 
or  an  Android  device  and  then  regis¬ 
ter  their  Barclays  account  and  phone 
number.  To  send  a  payment,  they 
enter  the  recipients’  phone  number 


and  the  amount  of  money  they  want 
to  send.  The  recipient  then  gets  a 
text  message  saying  funds  have  been 
deposited  into  their  account. 

Barclays  has  had  1.2  million 
downloads  and  half  a  million  cus¬ 
tomers  registered  to  use  Pingit.  More 
than  50  million  pounds  have  gone 
through  the  system  so  far,  Terry 
says.  The  bank  has  also  used  Pingit 
as  a  way  to  entice  non-Barclays  cus¬ 
tomers  into  switching  to  the  bank. 

Texting  payment  services  like  this 
one  are  still  rare,  so  it’s  unclear  what 
impact  they’ll  have,  says  Marc  DeCas- 
tro,  an  analyst  at  IDC  (a  unit  of  CIO’s 
parent  company).  “It’s  a  technology 
looking  for  a  need,”  he  says.  “We 
might  be  ready  for  it  eventually.” 


Staff  Writer  Lauren  Brousell  can  be 
reached  at  lbrousell@cio.com,  Follow  her 
on  Twitter:  twitter.com/lbrousell. 


MIT  Eyes  the  Wireless  Future 


Many  IT  Managers  Prefer  Microsoft 


INNOVATION  MIT  is  aiming  for  a  leadership  posi¬ 
tion  in  mobile  technology  with  the  launch  of  its  latest 
research  center,  Wireless@MIT, 

The  center  pulls  together  more  than  a  dozen  MIT 
professors  and  their  research  groups  to  influence  the 
development  of  next-generation  wireless  networks 
and  mobile  computing.  The  center  plans  to  address 
challenges  such  as  the  spectrum  crunch  and  the 
growing  population  of  mobile  devices,  says  Hari  Bal- 
akrishnan,  the  center's  co-director. 

One  of  the  center's  first  projects  will  be  a  pro¬ 
totype  wireless  network  deployed  campus-wide  at 
MIT  The  plan  is  for  the  network  to  provide  functional 
network  service  to  users  while  also  serving  to  demon¬ 
strate  innovations  developed  by  center  researchers. 

-Elizabeth  Heichler 


SURVEY  Almost  half  (48  percent)  of  IT  managers  plan  to 
standardize  their  company's  mobile  platform  on  devices  run¬ 
ning  Microsoft  operating  systems,  including  Windows  Phone 
7.5,  Windows  Phone  8  and  Windows  RT,  a  tablet  OS,  accord¬ 
ing  to  a  poll  by  ThinkEquity,  an  investment  research  firm. 

Of  the  100  U.S.-based  IT  managers  surveyed,  14  percent 
preferred  Apple's  iOS  and  8  percent  preferred  Google's 
Android  OS  as  a  corporate  standard. 

A  big  factor  behind  Microsoft's  strong  showing  is  the 
"strength  and  longevity"  of  its  Office  productivity  suite, 
financial  analyst  Yun  Kim  wrote  in  a  research  note.  "We  have 
increasing  confidence  that  [Microsoft]  is  well-positioned  to 
leverage  its  Office  franchise  to  perhaps  continue  to  domi¬ 
nate  the  corporate  PC  environment  as  the  platform  shifts 
from  desktop/laptop  to  mobile  device,"  Kim  wrote. 

-Juan  Carlos  Perez 
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CALL 

FOR 


to  Watc  h  < 

AWARDS  2013 


We’re  looking  for  the  next  generation  of  standout  IT  leaders.  The 
CIO  Ones  to  Watch  Award  honors  the  rising  stars  in  IT— the  senior  staff 
destined  to  become  the  CIOs  of  the  future— as  identified  and  sponsored 
by  the  CIOs  of  today’s  leading  organizations. 


Apply 


CIO  magazine  and  the  CIO  Executive  Council’s  annual  Ones  to  Watch 
award  identifies  the  rising  stars  in  IT.  To  be  honored,  these  future  CIOs 
must  have  demonstrated  leadership,  driven  innovation  and  delivered 
value  to  their  business;  in  short,  they  will  soon  be  able  to  head  up  their 
own  IT  organization.  The  awards  are  judged  by  a  panel  of  veteran  CIOs 
experienced  in  leadership  development,  and  their  feedback  will  be 
available  to  all  nominees. 


Apply  today  at:  cio.com/otw 


Be  Seen 


Winners  will  be  honored  during  the 
CIO  Leadership  Event  May  5-7,  2013,  in 
Boca  Raton,  FL,  and  be  featured  in  the  May 
issue  of  CIO  magazine  and  online  at  cio.com 


Don't  Be  Late 


Nominations  accepted  through  November  23. 
For  more  information  about  this  and  other 
prestigious  programs  visit:  cio.com/cio-awards 


Produced  and  presented  by 


BUSINESS  TECHNOLOGY  LEADERSHIP 


and 

9CEI  CIO  Executive  Council 

Leaders  Shaping  the  Future  of  Business 
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BUSINESS  STRATEGIST 
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Efficiency  Isn't  Enough 

Work  with  the  chief  marketing  officer  to  figure  out  what  emotions 
your  customers  bring  to  the  transaction  by  ron  van  kemenade 


Banking  is  typically  regarded  as  a  boring 
service,  maybe  even  a  necessary  evil.  So  you 
might  be  surprised  to  find  out  that  custom¬ 
ers  have  strong  feelings  when  they  perform 
banking  transactions. 

In  a  joint  project  between  its  IT  department  and  chief 
marketing  officer’s  team,  ING  Bank  performed  extensive 
research  to  analyze  16  emotions— such  as 
surprise,  joy,  pride,  anger,  boredom  and 
contempt— that  customers  might  feel  when 
interacting  with  the  bank. 

The  results  were  pretty  clear:  There’s  a 
big  difference  between  the  emotions  trig¬ 
gered  by  routine  banking  activities  versus 
complex  ones. 

Routine  tasks  such  as  a  cash  with¬ 
drawal  are  perceived  as  indispensable  and 
easily  accomplished.  Customers  feel  bored 
and  safe  and  have  minimal  emotional  reaction. 

Complex  banking  products,  such  as  a  big  loan  or  a 
mortgage,  are  generally  perceived  as  high-risk,  so  cus¬ 
tomers  exhibit  more  extreme  emotions  such  as  fear,  hope 
and  nervousness.  This  makes  sense.  For  instance,  if  you’re 
an  entrepreneur,  getting  a  loan  may  mean  the  difference 
between  opening  another  store  to  stay  in  business  or  going 
bust  without  it.  Getting  a  mortgage  may  boost  your  adrena¬ 
line  more  than  watching  a  good  thriller. 

From  a  banker’s  perspective,  it  was  an  important 
insight.  ING  has  always  put  a  lot  of  emphasis  on  deliver¬ 
ing  on  promises  and  providing  consistent  quality.  While 
that’s  still  essential,  the  research  shows  that  the  company 
also  needs  to  pay  more  attention  to  the  customer  experience 
and  the  emotional  part  of  banking. 

Customers  today  are  insecure  about  their  financial 
future.  In  a  very  short  time,  we’ve  had  a  banking  crisis  and 
now  a  euro  crisis.  There’s  a  lot  of  room  for  improvement 
when  it  comes  to  trust  in  the  financial  industry.  Within 
ING,  we  had  always  focused  IT  on  creating  more  efficiency 
and  effectiveness  in  quality,  speed  and  usability. 

But  the  last  few  years  have  taught  us  that  efficiency  and 


effectiveness  are  not  enough.  If  we  really  want  to  become 
the  preferred  bank  for  customers,  we  have  to  build  a  rela¬ 
tionship  of  trust  by  delivering  excellent  products  and  ser¬ 
vices  at  a  fair  price  and  mitigating  the  negative  emotions 
surrounding  personal  finance.  As  a  result,  we’re  moving 
from  a  culture  where  we  solved  problems  from  a  technical 
standpoint  to  a  culture  where  we  solve  problems  from  a 
customer’s  perspective. 

Technology  plays  a  very  important 
role  in  this  shift.  For  instance,  did  you 
ever  forget  to  pull  cash  out  of  an  ATM?  In 
the  Netherlands,  this  happens  a  few  thou¬ 
sand  times  a  month.  At  ING,  we’re  working 
on  a  new  process  that  will  automatically 
detect  a  cash  retraction  at  the  ATM  and 
trigger  an  alert  to  the  customer.  We’ll  be 
able  to  immediately  send  a  message  to  the 
customer’s  smartphone  or  send  an  email 
or  have  one  of  our  agents  call  the  customer.  The  customer 
will  benefit  from  quicker  service  and  resolution,  while  we 
reinforce  our  brand  as  dependable. 

No  More  Return  to  Sender 

Technology  can  also  help  when  information  is  missing  in 
a  customer  application  or  banking  document.  There  was  a 
time  when  we  would  simply  return  the  forms  to  the  cus¬ 
tomer  if  there  was  information  missing.  Now  we  have  agents 
who  can  fill  in  the  information  or  call  the  customer,  which 
saves  time  for  the  customer  and  us.  Real-time  communica¬ 
tion  with  customers  keeps  them  up-to-date  and  gives  us  an 
opportunity  to  highlight  other  available  services. 

In  the  future,  CIOs  and  CMOs  will  need  a  shared  agenda 
that  blends  the  art  of  marketing  with  the  science  of  technol¬ 
ogy.  Success  will  not  come  solely  from  doing  things  in  a 
more  efficient  and  effective  way.  It  will  also  require  taking 
into  account  the  emotions  customers  bring  to  the  transac¬ 
tion  and  put  technology  to  work  in  creating  great  customer 
experiences. 


Ron  van  Kemenade  is  CIO  of  ING  Bank  in  the  Netherlands, 


ING's  research 
reveals  banks 
need  to  pay 
more  attention 
to  the  customer 
experience  and 
the  emotional 
part  of  banking. 


NOVEMBER  15,  2012  www.cio.com 


MIDSIZE  BUSINESSES  ARE  THE  ENGINES  OF  A  SMARTER  PLANET 


FROM  LIMITED  I.T.  RESOURCES 
TO  UNLIMITED  POTENTIAL. 


FOR  MIDSIZE  BUSINESSES, 

A  REDEFINING  MOMENT. 

In  the  past,  midsize 
organizations  with  big  ideas 
were  constrained  by  limited 
IT  resources.  Not  anymore. 
With  the  arrival  of  scalable, 
affordable  cloud  computing, 
sophisticated  ideas  for  new 
products  no  longer  languish. 
Personalized  customer 
service  generates  incremental 
sales.  And  new,  revenue-rich 
markets  are  being  created 
every  day. 


It’s  shaking  up  industries  and 
providing  new  opportunities 
for  new  players,  with  many 
pioneering  midsize  businesses 
once  again  leading  the  way. 
Consider:  92%  of  midsize 
companies  say  they  will  pilot 
or  adopt  a  cloud  solution 
within  the  next  36  months. 

Progressive  companies  like 
LINK  Institute,  the  Swiss 
consumer  research  firm  with 
1 10  employees,  are  doing  it 
right  now. 


92%  of  midsize 
companies  say  they 
will  invest  in  the 
cloud  within  the 
next  36  months.* 


What  can  the  cloud  do 
for  your  midsize  business? 


Scale  Flexibly 


* 


aftRk  “We  can  assess 
f  d  a  consumer’s 
'  "  ~  emotive  response 
-~r  more  accurately.  ” 

Tim  Llewellynn, 
nViso  CEO 


Extend  Collaboration 


\  I  / 


REINVENT  WITHOUT 
REINVESTING  IN  I.T. 

LINK  wanted  a  faster,  more 
accurate  way  to  measure 
consumer  sentiment. 
Working  with  a  powerful 
facial  recognition  solution 
created  by  IBM  Business 
Partner  nViso  in  the  IBM 
SmartCloud™  LINK  is 
now  capturing  respondent 
reactions  to  marketing 
messages  in  real  time,  via 
home  webcams.  Scores  are 
generated  every  second  for 
7  emotions.  And  LINK  gets 
its  results  up  to  90%  faster. 


In  the  past,  a  data-rich 
solution  like  LINK’S  would 
have  been  impractical  for  a 
midsize  company.  But  in  the 
cloud,  traditional  research  is 
history.  And  a  new  service 
has  transformed  a  business. 

Get  started  by  learning  how 
IBM  and  its  Business  Partners 
are  helping  midsize  businesses 
reinvent  themselves  at 

ibm.com/engines/ cloud 


LET’S  BUILD  A 
SMARTER  PLANET. 


\  l  / 


*2011  IBM  Institute  for  Business  Value/Economist  Intelligence  Unit  Cloud-Enabled  Business  Model  Survey.  IBM,  the  IBM  logo,  ibm.com,  IBM  SmartCloud,  Smarter  Planet  and  the  planet  icon  are  trademarks  of  International 
Business  Machines  Corp,  registered  in  many  jurisdictions  worldwide.  A  current  list  of  IBM  trademarks  is  available  on  the  Web  at  www.ibm.com/legal/copytradeshtml.  ©  International  Business  Machines  Corporation  2012 


leadership  and 
operational  excellence 


Closer  to  Home 

IT  chiefs  find  that  domestic  outsourcing  delivers  advantages 
such  as  agility,  speed  and  innovation  by  Stephanie  overby 

After  more  than  a  decade  of  offshoring  IT  services  to  countries  with  lower  wages,  can  CIOs 
afford  to  consider  sourcing  work  stateside  anymore? 

The  answer,  say  outsourcing  experts,  is  increasingly  “Yes.” 

Bob  Bayer,  IT  director  at  Forest  City  Enterprises,  recently  transferred  the  $1  billion  real-estate 
company’s  previously  outsourced  help  desk  to  New  York  City-based  GenesislO,  which  has  IT 
service  centers  in  Kansas  City,  Mo.;  Cleveland,  Ohio;  Troy,  Mich.;  and  Atlanta,  Ga.  When  tier-one 
(a.k.a.  “frontline”)  support  was  offshore,  “communication  was  a  challenge— both  the  strong  accents 
and  the  lack  of  understanding,”  Bayer  says.  “Knowledge  transfer  was  also  a  challenge.  As  things 
changed  or  we  introduced  new  functionality,  it  was  difficult  getting  the  offshore  team  up  to  speed.” 
Since  moving  the  help  desk  to  the  United  States,  Bayer  says,  end  user  satisfaction  is  up,  ►  ► 
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the  outsourced  team  adapts  more  quickly  to  changes, 
and  integration  with  the  in-house  tier-two  and  tier-three 
support  teams  is  tighter. 

According  to  a  recent  Forrester  Research  report,  there 
are  a  number  of  factors  accelerating  the  trend  toward 
domestic  outsourcing,  including  the  need  for  business 
alignment  and  agility  requirements,  rising  salaries  and 
attrition  rates  in  India,  visa  issues  preventing  offshore 
vendors  from  providing  onsite  resources,  and  the  politi¬ 
cal  demonization  of  offshoring. 

In  addition,  U.S.-based  outsourcing  staff  are  rated 
better  in  several  key  capabilities,  according  to  a  survey 
by  outsourcing  analyst  firm  HfS  Research.  Of  the  215 
enterprise  buyers  interviewed,  75  percent  said  domestic 
IT  service  providers  offered  good  cultural  understand¬ 
ing  and  communication  skills,  while  30  percent  said 
Indian  vendors  did  the  same.  Similarly,  82  percent  gave 
U.S.  workers  high  marks  for  business  understanding 
and  72  percent  were  pleased  with  how  they  took  initia¬ 
tive,  while,  respectively,  37  and  38  percent  of  respondents 
gave  the  same  accolades  to  India’s  workers. 

In  the  survey,  the  enterprise  buyers  also  said  they 
would  consider  outsourcing  IT  services  domestically  if 
they  could  save  16  percent  compared  to  doing  the  work 
in-house.  For  India,  they  required  a  22  percent  savings. 

Companies  that  examine  the  total  cost  of  outsourcing 
may  realize  that  domestic  outsourcing  can  be  less  expen¬ 
sive  than  offshoring,  says  Stephanie  Moore,  an  analyst 
with  Forrester  Research.  The  domestic  delivery  model 
may  offer  increased  productivity,  fewer  travel  costs  and 
less  management  overhead. 

“Ten  years  on,  mature  buyers  of  offshore  outsourcing 
are  saying  the  cost  benefits  might  be  outweighed  by  other 
values,”  says  Phil  Fersht,  HfS  Research  founder  and  CEO. 
“You  might  have  saved  30  percent  in  costs  but  lost  30  per¬ 
cent  in  terms  of  the  ability  to  understand  the  business.” 

That  doesn’t  mean  that  CIOs  are  bringing  back  their 
all  their  offshored  IT  and  planting  it  in  the  United  States. 
More  than  one-third  of  IT  infrastructure  outsourcing 
deals  and  one-half  of  application  outsourcing  deals 
incorporate  offshore  or  nearshore  delivery  as  part  of  the 
contract,  according  to  Bryan  Britz,  a  Gartner  analyst. 
Early  adopters  have  also  invested  years  building  their 
offshore  outsourcing  capabilities. 

But  for  new  and  higher-level  IT  requirements,  out¬ 
sourcing  closer  to  home  may  be  the  better  choice.  “The 
next  generation  of  Fortune  500  companies  will  benefit 
from  a  mix  of  [outsourcing  locations],  driving  greater 
flexibility  and  less  exposure  to  any  one  service  provider— 
or  sourcing  model,”  says  Fersht. 


Stephanie  Overby  is  a  freelance  writer  based  in  Massachusetts. 


SMART  CITIES 


IT'S  NOT  ALL  COOL  TECHNOLOGY.  Though  the  defi¬ 
nition  of  the  term  "smart  city”  is  still  fuzzy,  it  suggests 
using  advances  in  transportation,  technology,  infra- 
-structure,  sustainability  and  governance  to  improve 
the  quality  of  urban  life.  But  smart  cities  don't  actually  need 
the  latest  and  greatest  tech.  "Being  smart  is  about  redefining 
processes  and  engaging  citizens,"  says  Jennifer  Belissent,  an 
analyst  at  Forrester  Research.  For  example,  Dubai  Electric¬ 
ity  and  Water  Authority  created  an  app  that  citizens  can  use 
to  pay  electricity,  water  and  sewer  bills.  Vancouver  set  up  a 
website  called  Recollect.net  where  recycling  schedules  are 
posted  and  alerts  are  sent  via  tweet,  text  or  phone  call. 


r 


2  YOU  NEED  MORE  THAN  JUST  I.T.  Many  steps  to 
becoming  a  smart  city  fall  on  the  shoulders  of  IT,  but 
IT  should  share  the  workload  and  communicate  with 
other  departments.  "If  our  departments  never  talk  to 
each  other,  we  will  dig  the  same  street  up  five  times,"  says 
Jesse  Berst,  chief  analyst  at  Smart  Grid  News  and  chairman  of 
the  Smart  Cities  Council. 


3  CONSTITUENTS  SHOULD  HAVE  A  SAY.  Citizens 
expect  to  be  able  get  government  information  on 
their  PCs,  smartphones  and  tablets  whenever  they 
want.  Cities  will  need  to  be  able  to  deliver  that  and 
communicate  with  the  public  using  social  media,  Berst  says. 
"You  can't  just  send  out  paper  reports  once  a  year."  Forrester 
Research  says  53  percent  of  local  government  organizations 
rank  improving  citizen  access  to  government  information  and 
services  as  their  top  priority.  Residents  also  want  a  way  to 
weigh  in.  Rio  de  Janeiro  asked  citizens  for  input  on  open  data 
and  apps  initiatives-and  got  1,876  ideas. 


4 IT'S  CHEAPER  TO  WORK  WITH  VENDORS.  Smart 
technologies  produce  a  flood  of  data,  so  cities  should 
look  for  software  as  a  service  (SaaS)  and  other  cloud 
offerings  to  save  on  workload  and  cost.  For  example, 
the  city  of  South  Bend,  Ind.,  is  the  first  in  the  world  to  man¬ 
age  its  water  systems  in  the  cloud,  according  to  IBM,  the 
city's  SaaS  vendor.  The  system  has  reduced  wet  weather 
overflows  by  23  percent  and  avoided  $120  million  in  infra¬ 
structure  costs,  IBM  says  in  a  statement. 


5  OTHER  CITIES  ARE  THE  BENCHMARKS.  Cities 

compete  with  each  other  for  economic  development 
and  vendor  support,  so  it's  important  to  benchmark 
specific  city  metrics  (such  as  traffic  congestion) 
against  similar-sized  cities  to  understand  the  competition 
and  to  determine  which  areas  should  be  top  priority  for 
improvement.  "They  have  cities  in  their  sight  that  they  are 
competing  with,"  Belissent  says.  "The  driver  is  competition 
among  cities."  -Lauren  Brousell 
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Time  to  Tackle  the  Info  Strategy 

It's  a  daunting  job,  but  creating  an  information  architecture  will  help 
business  decision-makers  find  the  data  they  need  by  gene  leganza 


Crafting  a  detailed  information  strategy  and 
executing  it  is  a  tall  order  that  has  eluded 
most  organizations.  Why  are  they  so  ill- 
prepared  to  maximize  the  potential  in  their 
information  assets?  One  word:  volume. 

The  sheer  magnitude  implied  by  the  term  “enterprise 
information”  turns  organizations  away  from  the  Sisyphean 
task  of  managing  at  the  enterprise-wide  level  and  toward 
the  much  more  controllable  scope  of  information  in  silos. 

But  time’s  up!  Businesses  are  realizing  that  there  are 
valuable  opportunities  in  making  the  best  use  of  new  infor¬ 
mation  sources.  The  hype  about  big  data  has  executives 
salivating  over  new  insights  into  consumer  sentiment, 
customer  behavior  and  the  business  environment.  IT  and 
business  leaders  are  finally  motivated  to  make  progress 
in  an  area  that  has,  until  recently,  seemed  like  a  boil-the- 
ocean  endeavor. 

Why  is  an  effective  information  strategy  a  must-have? 
The  value  is  twofold: 

1.  Getting  the  right  information  to  the  right  people 
at  the  right  time.  There’s  little  more  frustrating  than 


knowing  that  somewhere,  inaccessible  to  you,  your  firm 
has  collected  the  data  that  can  inform  the  decision  you’re 
trying  to  make.  For  example,  does  the  loyalty  of  the  cus¬ 
tomer  on  the  phone  warrant  waiving  your  standard  policy 
on  returns?  A  well-defined  information  architecture  tells 
you  where  that  information  is,  and  a  well-executed  infor¬ 
mation  strategy  provides  the  tools  to  access  it  to  the  staff 
that  needs  it,  when  they  need  it. 

2.  Taking  advantage  of  the  new  business  opportu¬ 
nities  in  new  information  assets.  The  unprecedented 
level  of  detail  coming  from  newly  digitized  processes— 
such  as  smart  grids  in  the  utilities  industry  or  customer 
location  data  from  ubiquitous  smartphones— has  created 
new  business  opportunities,  ranging  from  more  effective 
marketing  to  entirely  new  business  models.  Any  firm  that 
does  not  pursue  them  leaves  money  on  the  table  and  cedes 
competitive  advantage  to  the  firm  that  knows  their  value. 


Gene  Leganza  is  a  vice  president  and  principal  analyst  at 
Forrester  Research,  where  he  serves  enterprise  architecture 
professionals. 
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FBI  Warning: 
Cybercriminals 
Switch  Tactics 

The  evolution  of  cybercrime  con¬ 
tinues.  The  preferred  target  in  the 
financial  industry  is  moving  from  the 
bank's  customers  to  its  employees. 

The  FBI  recently  warned  that 
cybercriminals  are  focusing  on 
stealing  employee  login  credentials 
through  phishing  emails,  keystroke 
loggers  and  remote-access  Trojans. 

And  the  best  way  to  fight  it?  That 
question  leads  to  a  debate  over 
training  versus  technology. 

While  most  security  professionals 
say  both  are  necessary,  experts  like 


George  Tubin,  senior  security  strat¬ 
egist  at  Trusteer,  say  that  better 
technology  will  ultimately  be  more 
effective. 

"Part  of  the  solution  is  training," 
he  says.  "But  we've  been  talking 
about  this  for  so  long,  trying  to 
educate  customers  and  employees. 

It  has  become  one  of  those  battles  I 
don't  think  we're  going  to  win." 

Tubin  adds:  "Some  of  the  ploys 
are  so  good  they  could  fool  almost 
anyone-very  sophisticated  schemes 
like  Web  injections  and  email  from 
friends  that  lead  you  to  open  an 
attachment.  The  real  answer  comes 
in  technology  to  make  sure  people 
don't  respond  to  those  things." 

He  says  that  the  trend  toward 
employees  working  at  remote  sites. 


bringing  their  own  devices  and  surf¬ 
ing  the  Web  "makes  them  extremely 
vulnerable." 

Kevin  Flynn,  a  senior  product 
manager  at  security  vendor  Fortinet, 
compares  training  to  driver's  educa¬ 
tion  for  teens.  "Driver's  ed  may  help 
reduce  accidents,  but  it  doesn't 
necessarily  make  teenagers  safe 
drivers,"  he  says.  "Security  belongs 
in  the  network." 

Scott  Greaux,  a  vice  president  at 
PhishMe,  a  security  training  com¬ 
pany,  says  education  is  an  organiza¬ 
tion's  best  defense,  but  the  training 
should  use  creative,  nontraditional 
techniques  such  as  mock  phishing 
exercises  that  improve  awareness 
and  increase  retention. 

-  Taylor  Armerding 
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Europe  Sketches  Cloud  Strategy 

The  EU  lays  out  a  plan  to  standardize  disparate  laws  that  could  hamper  the 
development  of  cross-border  cloud  computing  by  kenneth  corbin 


European  leaders  have  staked  out 

a  firm  commitment  to  embrace  cloud 
computing,  drawing  praise  from  U.S. 
tech  trade  associations. 

A  report  by  the  European  Com¬ 
mission,  the  executive  arm  of  the 
European  Union,  articulates  a  multi¬ 
pronged  strategy  for  boosting  deploy¬ 
ment  of  cloud  technologies  among 
member  nations  and  for  addressing 
key  concerns  such  as  trusted  certifica¬ 
tion,  interoperability,  and  collabora¬ 
tion  in  the  public  and  private  sectors. 

Because  cloud  computing  spans 
political  borders,  the  report  calls  for 
harmonization  of  the  member  states’ 
disparate  national  laws  concerning 
digital  content  and  the  location  of 
data,  a  concern  familiar  to  U.S.  cloud 
providers  with  overseas  data  centers. 
It  acknowledges  the  complexities  of 
security,  contracts,  consumer  protec¬ 
tion  and  criminal  law  for  cloud  ser¬ 
vices  that  cross  multiple  jurisdictions. 

The  report  also  suggests  contracts 


should  cover  issues  such  as  owner¬ 
ship  of  data,  dispute  resolution  and 
fair  compensation  for  downtime. 

Although  it  seeks  harmonization, 
the  commission  made  it  clear  that  it 
is  not  calling  for  a  “European  super¬ 
cloud.”  The  commission  wants  “pub¬ 
licly  available  cloud  offerings. ..that 
meet  European  standards  not  only  in 
regulatory  terms  but  in  terms  of  being 
competitive,  open  and  secure.” 

Mark  MacCarthy,  vice  president 
of  public  policy  at  the  Software  and 
Information  Industry  Association, 
hailed  the  commission’s  report  as  a 
“major  step  forward,”  but  also  cau¬ 
tioned  against  overly  specific  regu¬ 
lations  on  issues  such  as  privacy, 
security  and  intellectual  property  for 
cloud  computing. 

Thomas  Boue,  the  Business 
Software  Alliance’s  director  of  gov¬ 
ernment  relations  for  Europe,  the 
Middle  East  and  Africa,  also  praised 
the  report  in  a  statement  but  worried 


about  international  data  flows. 

“In  implementing  the  new  strategy, 
policy  makers  need  to  align  privacy 
and  security  rules  so  that  data  can 
flow  across  international  borders.  Cre¬ 
ating  barriers  to  the  free  flow  of  data 
beyond  Europe  would  impose  ineffi¬ 
ciencies  and  could  cut  off  European 
companies  from  the  fastest-growing 
cloud  markets  in  Asia  and  elsewhere 
around  the  world.” 

By  the  EU’s  estimates,  the  adoption 
of  cloud  computing  would  help  Euro¬ 
pean  nations  boost  their  collective 
GDP  by  600  billion  euros,  or  about 
$774  billion,  between  2015  and  2020. 

The  EU  said  that  as  member  states 
evaluate  the  commission’s  proposals 
for  a  harmonized  cloud  environment, 
they  should  determine  whether  addi¬ 
tional  legislation  or  other  action  will 
be  needed  to  implement  the  road  map. 


Kenneth  Corbin  is  a  Washington,  D.C.- 
based  writer  who  contributes  to  CIO.com. 


Nasdaq  Offers  Wall  Street  a  Cloud  Hosted  by  Amazon 


Nasdaq  OMX  has  launched  a  cloud  computing  service,  called  Fin- 
Qloud  and  hosted  on  Amazon  Web  Services,  in  a  bid  to  help  Nas¬ 
daq's  trading  clients  reduce  the  costly  burdens  imposed  by  stricter 
regulations  and  increasing  data  volumes. 

FinQIoud  will  serve  as  a  platform  for  financial  services  applica¬ 
tions  that  provide  management  and  storage  of  financial  data. 

Regulators  are  requiring  financial  firms  to  provide  more  granular 
data  about  their  activities  in  order  to  spot  risky  trading  patterns. 
Nasdaq  hopes  FinQIoud  will  make  that  task  more  cost-effective 
and  scalable. 

"FinQIoud  provides  customers  with  a  secure,  industry-only 
cloud  platform  for  financial  services  applications  designed  to 
immediately  reduce  technology  burdens,  aid  in  compliance  and 
refocus  resources  on  revenue-driving  operations,"  the  companies 
said  in  a  statement. 

Two  products  are  being  offered  in  the  initial  launch.  The  first. 


called  Regulatory  Records  Retention,  will  provide  broker-dealers 
with  a  data  storage  and  a  retrieval  system  that  Nasdaq  says  will 
help  them  comply  with  Securities  and  Exchange  Commission  rules 
on  record  retention.  The  second.  Self  Service  Reporting,  allows 
broker-dealers  to  perform  on-demand  analysis  and  reporting  on 
their  stored  trade  data. 

Eric  Noll,  executive  vice  president  of  transaction  services  at 
Nasdaq,  called  the  cloud  "a  protected  warehouse  for  regulated 
data."  All  connections  to  FinQIoud  must  pass  through  an  encryp- 
tion-key-management  system  at  a  private  Nasdaq  data  center 
before  moving  to  Amazon's  cloud. 

Other  financial  exchanges  are  offering  cloud  services,  too.  In 
June  2011,  NYSE  Technologies,  the  commercial  technology  divi¬ 
sion  of  NYSE  Euronext,  launched  the  financial  services  industry's 
first  cloud  service,  the  Capital  Markets  Community  Platform, 

-Derek  du  Preez 
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An  Oasis  of  IT  Service 


The  world's  largest  cruise  ship  goes  high-tech  to  enhance 
the  passenger  experience 


T  avigating  your  way 

I  I  around  the  world’s 

1  I  largest  cruise  ship— 

I  ^  a  veritable  floating 

v  city  with  6,300  mill¬ 
ing  passengers— could  easily  over¬ 
whelm  the  most  seasoned  traveler. 

So  as  Royal  Caribbean  Inter¬ 
national  was  designing  its  225-ton 
Oasis  of  the  Seas,  the  company 
employed  IT— including  facial  rec¬ 
ognition  software,  handheld  wire¬ 
less  devices,  RFID  tags  and  digital 
signage— to  create  an  intimate  pas¬ 
senger  experience  and  “eliminate 
any  sense  that  you  are  on  a  massive 
ship,”  says  Santiago  Abraham,  vice 
president  of  IT  programs  at  Royal 
Caribbean  Cruises. 

Among  the  amenities  on  this 
ship— which  is  five  times  the  size 
of  the  infamous  Titanic— are  a  park 
with  more  than  12,000  plants,  a  jog¬ 
ging  track  that  is  almost  half  a  mile 
long,  more  than  20  swimming  pools 
and  a  1,300-seat  theater. 

More  than  300  touchscreen 
devices— the  size  of  flat-screen  TVs— 
are  mounted  on  walls  throughout 
the  ship’s  corridors.  Passengers  use 
them  to  access  maps,  get  directions, 
see  scheduled  activities  and  check 
the  occupancy  level  of  restaurants 
in  real-time. 

“You  see  guests  interacting  with 
[the  signs]  on  a  pretty  continual 
basis,  very  effectively,”  Abraham 
says  of  the  system,  whose  touch¬ 
screen  devices  use  Windows  7  on 
the  front  end  and  tap  SQL  Server  and 
other  Windows  server  products  on 
the  back  end. 

Royal  Caribbean’s  on-board  IT 
department— which  also  runs  two 
redundant  data  centers  and  a  net- 


BY  JUAN  CARLOS  PEREZ 

work  operating  center— has  auto¬ 
mated  retail  transactions  and  food 
inspections  with  PAR  Technology 
terminals  and  tablets  running  soft¬ 
ware  from  Agilysys  and  the  Win¬ 
dows  Embedded  OS. 

With  those  systems,  a  food 
inspection  round  that  used  to  take 
five  hours  with  paper-based  logs 
and  conventional  thermometers  can 
be  done  in  two  hours  with  devices 
that  have  temperature  probes  and 
readers  that  scan  RFID  tags  on  food 
containers.  This  system  also  frees  up 


waiters  and  salespeople  to  be  more 
mobile— and  much  speedier— when 
they’re  taking  and  processing  orders 
in  places  like  the  pool  area,  where 
orders  can  be  beamed  wirelessly  to 
the  bartenders. 

The  point-of-sale  (POS)  and  food- 
inspection  data  is  instantly  fed  to 
back-end  Microsoft  SQL  Server  data¬ 
bases  to  be  automatically  analyzed 
and  acted  upon— replenishing  low 
inventories  in  a  store  or  ordering  the 
disposal  of  expired  food  containers.  ' 

Oasis  of  the  Seas  also  uses  a  face- 
recognition  system  that  automati¬ 
cally  sorts  photographs  taken  by 
on-board  photographers  into  each 
passenger’s  digital  folder.  In  the 
ship’s  photography  center,  passen¬ 
gers  can  use  touchscreen  computers 
to  access,  purchase  or  discard  their 
photos. 

The  face-recognition  system 


matches  photos  to  the  head  shots 
taken  during  the  pre-boarding  reg¬ 
istration  process,  and  those  photos 
become  part  of  each  passenger’s  Sea 
Pass  ID  card.  The  cards  are  used 
for  various  purposes— for  example, 
parents  can  configure  their  chil¬ 
dren’s  cards  to  specify  which  activi¬ 
ties  are  allowed.  This  simplifies  the 
verification  process  for  staffers  in  the 
pool  and  activity  areas,  as  they  only 
need  to  swipe  the  cards  in  their  POS 
terminals  to  see  what  a  minor  is  (or 
isn’t)  allowed  to  do. 


“We  were  trying  to  have  technol¬ 
ogy  help  our  guests  in  terms  of  their 
experience  on  board,  whether  it’s 
boarding  the  ship,  learning  more 
about  activities  or  planning  their 
day,”  notes  Abraham,  “but  we  also 
didn’t  want  to  be  in  your  face  with 
the  technology,  so  it’s  all  very  embed¬ 
ded  in  a  lot  of  different  elements.” 

One  of  those  more  serious  ele¬ 
ments  is  the  emergency  system. 

Passengers  are  each  assigned  to  a 
meeting  station  that  they  must  report 
to  if  there’s  an  emergency.  Now  the 
ship  staffers  manning  those  stations 
have  handheld  Motorola  devices 
running  Windows  Embedded  OS, 
which  allows  them  to  scan  passen¬ 
gers  as  they  arrive  and  know  imme¬ 
diately  if  someone  is  missing. 


Juan  Carlos  Perez  is  a  writer  for  IDG 
News  Service. 


Royal  Caribbean  uses  facial  recognition 
software,  handheld  wireless  devices,  RFID 
tags  and  digital  signage  to  help  passengers 
navigate  the  massive  cruise  ship. 
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Our  exclusive  research  shows  that  boards 
of  directors  still  don't  understand  IT. 


ven  as  companies  are  relying  more  on  technology  to 
come  up  with  innovative  business  models  and  fresh  ideas 
for  finding  new  revenue,  many  boards  of  directors  don’t 
understand  enough  about  IT  to  keep  up.  Few  CIOs  sit  on 
boards  and,  according  to  PricewaterhouseCoopers,  just 
1  percent  of  directors  have  any  technology  background 
at  all.  Discussion  of  IT  issues  in  meetings  around  the 
mahogany  table  can  be  measured  in  minutes. 

There’s  a  dangerous  lack  of  confidence  in  the  board’s 
digital  literacy,  revealed  in  our  exclusive  survey  of  250 
IT  leaders.  Sixty-four  percent  say  the  board  “doesn’t  do 
its  homework”  about  technology  matters  and  57  percent 
say  directors  rely  heavily  on  what  they  read  in  the  press  to 
evaluate  IT  strategy.  Some  40  percent  say  board  members 
“don’t  really  care  about  IT.” 

The  Board  Institute,  which  educates  and  evaluates  directors  about  corporate  governance, 
finds  that  just  6  percent  of  companies  have  a  board-level  technology  committee,  where 
directors  are  assigned  to  focus  on  the  strategic  use  of  IT.  Vastly  more  common  are  boards 
that  confine  IT  to  the  audit  committee,  where  the  outlook  is  not  proactive  or  innovative,  but 
risk-averse:  Protect  against  security  threats,  comply  with  regulations  and  manage  the  risks 
of  big  projects  and  technology  spending. 

When  it  comes  to  strategic  IT,  says  Susan  Shultz,  CEO  of  The  Board  Institute,  “Directors 
are  not  informed.” 

CIOs  can  change  that.  In  fact,  as  senior  officers  with  fiduciary  duties  and  as  strategists 
responsible  for  corporate  growth,  CIOs  must  change  that.  A  board  that  holds  a  narrow,  defen¬ 
sive  view  of  IT  leaves  the  company  vulnerable  to  competition,  says  Evelyn  Follit,  a  former  CIO 
of  Radio  Shack  who  has  served  on  the  boards  of  six  companies. 
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Directors^^^H 
on  IT  Homework 


About  75  percent  of  the  250  IT  leaders  we  surveyed  say  their  board 
of  directors  is  more  interested  in  IT  issues  than  they  were  three 
years  ago.  But  directors  still  don't  "get"  IT,  our  survey  finds. 


Board  members  ask  sharp, 
probing  questions  about  IT 


Agree 
Disagree 
Not  Sure 


Board  members  do  their 
homework  on  IT  matters 


Agree 
Disagree 
Not  Sure 


Board  members  are 
clueless  about  IT 


Agree 
Disagree 
Not  Sure 


Percentages  may  not  add  to  100  due  to  rounding. 
SOURCE:  CIO  MAGAZINE  RESEARCH 


An  undereducated  board  can  also  stymie  innovation,  says 
Helen  Cousins,  CIO  of  Lincoln  Trust.  “If  they  don’t  know  about 
technology,”  she  says,  “they  can’t  imagine  what  I’m  imagining.” 

But  you  have  to  be  smart  about  making  change.  Boards  are 
long-established  institutions  with  norms  and  conventions  that 
date  back  to  the  days  of  the  13  colonies.  Each  has  its  own  quirks 
and  politics.  Understand  that  the  prime  duty  of  a  board  is  to 
oversee  what  the  executives  are  doing  on  behalf  of  the  stock¬ 
holders.  Directors  don’t  want  to  compare  Amazon’s  cloud  to 
Google’s.  They  want  to  know  whether— and  maybe  a  little  bit 
of  how— to  use  cloud  computing  to  create  a  more  valuable  com¬ 
pany.  CIOs  should  avoid  technical  terms  but  be  able  to  explain 
technology.  Anticipate  the  directors’  questions  and  artfully  lead 
them  to  the  ones  they  should  be  asking. 

And  listen  so  you  can  learn,  says  Walt  Hauck,  former  CIO  of 
Dun  and  Bradstreet.  Attend  dinners  and  outings  when  invited, 
but  know  that  it’s  not  a  schmooze-fest.  Directors  are  “very  seri¬ 
ous  and  very  focused  on  my  business  and  they  expect  me  to 
be  the  same,”  Hauck  says.  “This  is  not  casual.  It’s  not  coffee.” 

Don't  Get  Preempted 

Boards  are  beginning  to  realize  they  need  to  pay  more  attention 
to  IT.  Sixty  percent  of  directors  surveyed  by  Pricewaterhouse- 
Coopers  say  they  want  to  devote  more  time  to  IT  issues  next 
year.  Just  36  percent  said  so  last  year.  They  have  general  notions 
about  topics  they  should  take  on,  such  as  cloud  computing, 
social  media  and  mobility.  But  they  don’t  know  what  they  don’t 


know,  says  Don  Keller,  a  partner  at  PricewaterhouseCoopers’ 
Center  for  Board  Governance.  CIOs  “should  give  them  a  frame¬ 
work  to  discuss  IT,”  he  says. 

Boards  aren’t  used  to  spending  much  time  on  technology 
issues.  Traditionally,  they’ve  been  more  concerned  with  execu¬ 
tive  compensation,  legal  exposure,  CEO  succession  planning  and 
financial  issues.  When  a  CIO  is  invited  to  present  to  the  board,  it’s 
usually  for  30  minutes  each  fiscal  quarter,  according  to  our  survey. 

Use  your  brief  time  in  the  board’s  presence,  plus  some 
background  research,  to  assess  the  weak  spots  in  the  board’s 
IT  knowledge,  Follit  advises.  Prepare  a  short  briefing  paper 
on  a  single  emerging  technology  and  convene  small  private 
gatherings  to  talk  about  it,  away  from  the  formal  board  meeting. 
Some  directors  can  be  reluctant  to  reveal  to  peers  that  they  don’t 
understand  a  topic,  she  says. 

At  Lincoln  Trust,  Cousins  recently  spent  time  discussing  pre¬ 
dictive  analytics  with  board  members,  explaining  how  it’s  pos¬ 
sible  to  identify  the  financial  firm’s  most  valuable  customers  and 
realign  account  managers  to  better  serve  them.  The  board  is  now 
interested  in  the  lifetime  value  of  a  customer,  seeing  that  informa¬ 
tion  as  a  way  to  position  Lincoln  Trust  for  the  future,  she  says. 

If  CIOs  don’t  use  their  precious  half-hour  effectively,  they 
may  get  preempted.  When  directors  don’t  trust  themselves  or 
the  CIO  to  evaluate  the  company’s  IT  situation,  they  call  in  an 
expert.  Last  year,  26  percent  of  boards  hired  outside  consultants 
to  help  them  evaluate  major  projects  or  the  overall  performance 
of  the  IT  function,  according  to  PricewaterhouseCoopers.  That’s 
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-Evelyn  Follit,  former  CIO  of  Radio  Shack 


Some  CIOs  can  t 
maneuver  in  this 
new  world, 

where  they  have 
to  know  an  awful  lot 


about  business, 
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I  Boards 
Want  tl 


Emerging 
IT  Issues 


up  from  15  percent  the  year  before. 

Responsible  directors  know  that 
to  carry  out  their  duties  to  the  com¬ 
pany,  they  must  seek  outside  help 
when  necessary,  says  Joseph  Grund- 
fest,  a  professor  of  law  and  business 
at  Stanford  University  and  a  former 
commissioner  at  the  Securities  and 
Exchange  Commission.  “It’s  com¬ 
mon  for  boards  to  bring  in  lawyers 
or  investment  bankers  for  expertise. 
There’s  no  reason  they  can’t  bring  in 
outside  [IT]  consultants.” 

But  for  the  CIO  at  that  company, 
Follit  contends,  it’s  a  bad  sign.  A  board 
that  brings  in  a  consultant  is  dissatis¬ 
fied  with  the  CIO’s  ability  to  explain 
how  IT  decisions  affect,  and  are 
affected  by,  corporate  strategy,  she  says. 
In  the  intimate  and  intense  setting  of 
a  board  meeting,  a  keep-the-lights-on 
kind  of  CIO  can’t  disguise  that  limita¬ 
tion  with  a  veneer  of  business  lingo. 
Follit  runs  an  executive  coaching  busi¬ 
ness  and  sits  on  the  board  of  TECO 
Energy.  “Some  CIOs  can’t  maneuver 
in  this  new  world,  where  they  have  to 
know  an  awful  lot  about  business.” 

Beware  the  Politics 

Boards  can  be  slow  to  change.  For 
example,  although  boards  may  see 
that  business  strategy  intertwines 
with  IT,  there’s  been  no  widespread 
shift  in  the  traits  companies  want  in 
directors.  Just  30  percent  of  direc¬ 
tors  surveyed  by  Pricewaterhouse- 
Coopers  find  IT  expertise  a  “very 
important”  attribute  in  new  directors, 
and  31  percent  are  not  seeking  tech¬ 
nology  experience  at  all.  They  rank 
five  other  kinds  of  knowledge  as 
more  important,  including  industry 
and  financial  experience,  and  inter¬ 
national  business  backgrounds. 

Directors  can  arrive  with  unhelp¬ 
ful  biases,  says  Jim  Noble,  senior  vice 
president  of  IT  at  Talisman  Energy, 
an  $8.3  billion  oil  company.  Perhaps 
they  once  suffered  through  a  bad 
experience  with  SAP  or  Oracle  enter¬ 
prise  software  and  automatically 
criticize  a  similar  project.  “They’ll 
say,  ‘We  did  it  at  my  company  and  it 
was  a  disaster,”’  he  says.  “The  num¬ 
ber  of  times  I’ve  heard  that!” 

Truly  stifling,  however,  was 


Directors  admit  they 
aren't  adequately 
engaged  in  topics 
such  as  social  media 
and  IT-enabled 
business  innovation 

Get  ready  to  answer  more  questions 
from  your  board  of  directors  about  social 
media,  new  business  models  and  compet¬ 
itive  intelligence.  Board  members  expect 
to  spend  more  time  on  IT  this  year  and 
recognize  that  they  haven't  paid  much 
attention  to  some  key  areas,  according 
to  a  survey  of  860  corporate  directors  by 
PricewaterhouseCoopers. 

A  startling  51  percent  of  directors  say 
they  aren't  adequately  engaged  in  over¬ 
seeing  and  understanding  new  business 
models  enabled  by  IT. 

Boards  hunger  for  information  about 
the  potential  business  rewards  of  these 
IT  concepts,  says  Don  Keller,  a  partner  at 
PwC's  Center  for  Board  Governance.  There 
is  no  established  process  on  most  boards 
for  evaluating  emerging  IT  issues,  Keller 
says.  As  a  result,  "there  is  a  general  discom¬ 
fort  with  IT." 

In  the  PwC  survey,  directors  admit  they 
are  "not  sufficiently"  or  "not  at  all"  engaged 
in  other  critical  IT  matters,  including: 

3  Developing  a  crisis-management  plan 
for  social-media  disasters  (57  percent) 

3  How  the  company  supports  employees 
who  use  personal  devices  for  work 

(62  percent) 

3  Employee  training  in  social  media 

(64  percent) 

3  Understanding  how  competitors  use 
social  media  and  other  emerging  tech¬ 
nologies  (66  percent) 

-K.S.N. 


Noble’s  experience  with  the  board 
of  a  large  global  consumer  products 
company.  As  CIO,  he  would  attend 
board  meetings  and  events  and  after¬ 
ward  receive  an  email  or  a  phone  call 
from  a  certain  director  offering  sug¬ 
gestions  or  asking  questions.  The 
director’s  comments  were  astute;  he 
was  a  successful  entrepreneur  in  the 
telecommunications  industry. 

When  the  CEO  found  out,  he  sent 
an  email  to  Noble  and  the  rest  of  the 
10-member  senior  team  saying  that 
communications  with  board  mem¬ 
bers  must  go  through  him,  Noble 
recalls.  “He  felt  he  was  being  end- 
run,”  he  says.  “The  structure  of  the 
company  was  very  hierarchical.  To 
reach  down  a  couple  of  levels  was 
seen  as  rather  odd.” 

But  Noble  experienced  the  oppo¬ 
site  when  he  was  CIO  of  what  was 
then  AOL  Time  Warner.  The  co- 
CEOs  at  the  time,  Steve  Case  and 
Gerald  Levin,  encouraged  senior 
leaders  to  interact  with  the  board— 
and  then  some.  Netscape’s  founder, 
wunderkind  Marc  Andreessen,  was 
brought  in  as  CTO  and  the  company 
created  a  technology  advisory  group 
that  included  media  and  IT  vendor 
hotshots.  “The  board  and  execu¬ 
tives  knew  that  old  business  models 
weren’t  sustainable  and  were  open 
to  a  lot  of  ideas,”  he  says.  “That’s  the 
best  board  atmosphere  I’ve  seen.” 

What  You'll  Face 

Some  boards  want  to  hear  more  about 
technology,  but  some  don’t.  Fourteen 
percent  of  directors  in  Pricewater¬ 
houseCoopers’  study  never  meet 
formally  with  the  CIO.  What  a  board 
wants  from  a  CIO  depends  on  what’s 
going  on  at  the  company.  Patti  Reilly- 
White,  CIO  of  Darden  Restaurants, 
usually  presents  to  her  board  about 
once  a  year  and  attends  dinners  and 
retreats.  But  she  anticipates  seeing 
the  board  more  often  for  the  next 
couple  of  years  as  Darden  invests 
$200  million  to  build  and  implement 
a  new  technology  platform.  The  $8 
billion  company,  which  owns  Olive 
Garden,  Red  Lobster  and  six  other 
chains,  plans  to  unify  IT  across  its 
brands  and  install  mobile  ordering 
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and  other  services  at  its  restaurants. 

Given  the  size  of  the  investment, 

Darden’s  chairman  and  CEO,  Clarence 
Otis,  “provides  input  and  guidance” 
about  this  critical  project,  which  is 
intended  to  leapfrog  competitors,  Reilly- 
White  says.  Otis,  who  sits  on  Verizon’s 
board,  “has  the  vision  and  is  driving 
what  we  should  be  going  after,”  she  says. 

Expect  to  meet  with  the  board  more 
often  when  there’s  a  crisis  or  corporate 
transformation  going  on.  American  Air¬ 
lines  is  trying  to  right  itself  after  filing 
for  Chapter  11  bankruptcy  protection 
last  year.  Maya  Leibman  has  attended 
the  board’s  monthly  meetings  since 
being  appointed  CIO  of  the  $24  billion  airline  in  January.  Leib¬ 
man  has  presented  to  the  directors  three  times,  twice  on  infor¬ 
mation  security  and  once  on  the  replacement  of  a  key  system. 

American  Airlines  director  Stephen  Bennett,  former  CEO  of 
Intuit,  asks  salient  questions,  she  says,  such  as  about  the  kind 
of  testing  her  IT  group  conducted  on  the  new  software.  “Many 
on  the  board  are  tech-savvy,”  she  says,  “but  he  has  insights 
that  others  don’t.” 

Having  a  technology  expert  on  the  board  sharpens  a  CIO’s 
business  wits  and  usually  makes  for  an  intellectually  strenuous 
meeting,  says  Hauck,  formerly  at  Dun  and  Bradstreet.  The  $1.8 
billion  company’s  board  includes  Austin  Adams,  former  CIO 
of  JPMorgan  Chase,  Bank  One  and  First  Union,  plus  an  execu¬ 
tive  each  from  Oracle  and  Hewlett-Packard.  Naomi  Seligman, 
founder  of  The  Research  Board,  an  influential  CIO  think  tank, 
retired  from  the  board  last  year. 

Dun  and  Bradstreet  is  one  of  relatively  few  companies  with  a 
board-level  technology  committee.  There  are  only  12  in  the  For¬ 
tune  100.  Establishing  a  technology  committee  signals  that  the 
board  is  ambitious  about  IT,  says  Estelle  Metayer,  founder  and 
president  of  Competia,  a  competitive  intelligence  consultancy. 

Financial  services  firms,  where  IT  and  business  are  nearly 
indistinguishable,  are  more  likely  to  have  such  committees  than 
companies  in  other  industries.  Other  forward-thinkers  with 
board-level  tech  committees  include  FedEx,  Pfizer,  Procter  & 
Gamble  and  Wal-Mart.  Metayer  predicts  that  more  companies 
will  join  in  because  IT  is  pervasive  but  also  because  directors 
are  taking  a  larger  role  in  assessing  corporate  health  as  well  as 
in  shaping  strategy.  These  duties  require  directors  to  be  conver¬ 
sant  in  IT  issues,  she  says.  “If  your  board  is  stacked  with  retired 
CEOs,  lawyers  and  auditors,  they’re  probably  not  questioning 
technology  strategy  well,”  she  says.  “When  technology  is  [cov¬ 
ered  by]  the  audit  committee,  it’s  being  overseen,  but  no  one’s 
gaining  foresight.” 

Among  other  tasks  that  Dun  and  Bradstreet’s  technology 
committee  performs  is  keeping  tabs  on  MaxCV,  a  $160  million 
transformation  project  started  in  2010  to  create  a  real-time 
“data  supply  chain”  with  Web  applications  and  interfaces. 

But  the  committee  and  the  full  board  wanted  to  know  much 
more  about  Hauck’s  work  than  project-management  reports  can 
reveal.  They  delved  into  his  approach  to  staffing  and  his  views 


on  business.  Directors  also  looked  for  evidence  that  he  collabo¬ 
rated  well  with  peers,  especially  the  heads  of  sales  and  of  product 
development.  Hauck  says  that  when  he  attributed  some  of  his 
own  success  to  those  colleagues,  for  example,  and  when  employ¬ 
ees  of  one  group  take  jobs  in  either  of  the  two  others,  he  was  able 
to  show  the  board  that  he  could  cultivate  healthy  relationships. 

Adams,  in  particular,  drilled  Hauck  on  talent,  not  wanting  IT 
to  be  caught  short  of  staff  during  a  future  merger,  for  example. 
“He  says,  ‘I  need  you  to  have  five  guys  as  good  as  you.  If  you  don’t, 
then  you’re  not  doing  your  job  as  a  leader  for  this  company.’” 

A  board  firing  on  all  cylinders  will  challenge  you— not  nec¬ 
essarily  because  directors  doubt  your  knowledge  (though  they 
may),  but  because  they  want  to  test  your  thinking.  Noble  says. 
But  a  CIO  shouldn’t  feel  threatened  by  a  grilling  from  directors, 
he  says.  “They  keep  you  real.  They  keep  you  connected  with 
the  marketplace.” 

Besides,  a  CIO  should  be  used  to  that  dynamic  by  now.  The 
position  reports  to  a  CEO,  COO  or  CFO  and  usually  has  various 
steering  committees  guiding  decisions  and  plans,  he  says.  “The 
IT  function  isn’t  autonomous  by  any  means.” 

The  Internal  Consultant 

To  be  in  its  best  fighting  form,  a  corporate  board  may  well  need  a 
technology  committee  and  deep  engagement  with  the  CIO,  says 
Metayer,  the  competitive  intelligence  consultant.  Some  com¬ 
panies,  such  as  Dun  and  Bradstreet,  are  already  there.  Others 
remain  calcified  in  old  ways.  Most  are  somewhere  in  the  middle. 

One  $5.5  billion  healthcare  company  has  no  technology  com¬ 
mittee  on  its  board,  but  the  board  calls  on  the  CIO  often  to  make 
presentations  or  answer  ad  hoc  requests,  says  the  CIO,  who  asked 
not  to  be  quoted.  The  board  has  asked  for  her  views  on  topics 
such  as  new  industry  partnerships  and  startups,  the  company’s 
competition  and  what  it  needs  to  stay  strong  into  the  future. 

That  the  board  consults  the  CIO  about  such  core  issues 
shows  that  both  it  and  the  IT  leader  are  enlightened,  Metayer 
says.  “I  don’t  know  any  company  not  struggling  with  some 
technology  issue.  Diversity  of  thought  at  the  board  level  is  an 
important  way  to  approach  those  struggles.”  WP1 


Senior  Editor  Kim  S.  Nash  can  be  reached  at  knash@cio.com.  Follow 
heron  Twitter:  twitter.com/knash99. 
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Great  Wall  of  Video 

The  vivid  color  images  pouring  through  the  windows  of  this  New  York  City  building  are  not  like  the 
neon  signs  of  Times  Square.  These  lights  are  from  two  giant,  high-resolution  video  walls  in  the  lobby  of 
the  headquarters  of  Inter  ActiveCorp  (I  AC),  a  $2  billion  Internet  and  media  company.  Stretching  one-third 
the  length  of  a  football  field,  the  screens  display  digital  art  or  videos  related  to  events  held  in  the  building. 
But  until  recently,  the  video  walls  consumed  too  much  power  and  were  expensive  to  maintain,  says  Vincent 
Luciani,  CIO  at  IAC.  So  the  company  replaced  the  walls  with  Prysm  display  technology  that  uses  low-power, 
solid-state  lasers.  The  664  Prysm  tiles  consume  70  percent  less  power,  require  much  less  downtime  for 
maintenance,  and  have  20  times  the  resolution  of  the  previous  technology.  Luciani  says  that  together  the 
walls  display  more  than  50  million  pixels,  and  they’re  brighter  than  ever  before.  “It’s  really  become  a  focal 
point  of  the  lobby  and  the  building.  It  lights  up  the  west-side  highway.”  -Lauren  Brousell 


NOVEMBER  15,  2012  www.cio.com 


PHOTO  COURTESY  OF  INTERACTIVECORP 


vvnen  you  can 
to  experiment 
experience. 


With  seven  years  of  delivering  SAP  solutions  in  the  cloud,  T-Systems 
is  one  of  the  most  trusted  partners  for  business  solutions. 


T-Systems,  one  of  the  most  trusted  providers  of  cloud  computing  services,  offers  flexible  solutions  that  enable  you  to  respond 
to  changing  business  needs.  Our  Dynamic  Services  allow  you  to  individually  configure  your  cloud.  With  T-Systems,  you  can 
customize  your  computing  power,  data  storage,  network  capacity  or  even  complex  applications  such  as  SAP  -  and  pay  only  for 
what  you  actually  use.  For  more  information  go  to  www.t-systemsus.com 
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SMARTER  TECHNOLOGY  FOR  A  SMARTER  PLANET 


WHY  TODAY'S 
SMARTEST  SYSTEMS 


expertise.  An  IBM  PureSystem 
can  follow  this  pattern  to 
automatically  set  up  a  database 
infrastructure  in  minutes.  The 
system  then  monitors  how  the 
database  is  being  used,  tuning 
it  as  conditions  change. 
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A  SMARTER  APPROACH  TO  IT. 

IBM  PureSystems  have  been  able 
to  achieve  up  to  twice  the  business 
application  performance  and  up 
to  twice  the  application  density 
as  conventional  approaches.’ 

With  IBM  PureSystems, 
computing  is  not  just  getting 
faster  and  simpler.  It’s  taking 
another  important  step  toward 
making  our  companies,  cities 
and  planet  smarter. 
ibm.com/integratedsystems 


IV hat  goes  into  a  PureSystem? 

o  Built-in  expertise 
Integration  by  design 
Sbnplified  experience 


IBM  PureSystems  can  be  up  and 
running  in  wider  four  hours : 


The  good  news  is  IT  solutions 
are  now  more  sophisticated. 
The  bad  news  is  they’re  also 
more  complicated.  And  all 
this  complexity  is  taking  its  toll. 


In  fact,  the  typical  IT 
department  now  spends  up 
to  161  days  just  to  specify, 
design  and  procure  hardware 
for  a  new  IT  project  (even 
longer  for  software).1 


HAVE  BUILT-IN  EXPERTISE. 


Recently,  IBM  unveiled  a 
new  class  of  systems  that 
make  all  this  complexity  far 
less  complicated.  We  call 
them  IBM  PureSystems/ 
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BEYOND  CONVERGENCE. 

Unlike  today’s  “converged”  IT 
solutions,  IBM  PureSystems 
are  more  than  just  prepackaged 
bundles  of  hardware  and 
software;  these  systems  are 
integrated  by  design,  using 
built-in  expertise  to  balance 
and  coordinate  IT  resources 
to  create  a  radically  simplified 
experience  for  the  end  user. 


Take  the  example  of  a  database: 
IBM’s  extensive  research 
on  topics  like  transaction 
processing,  honed  through 
thousands  of  engagements 
with  clients  and  partners,  has 
been  turned  into  a  pattern  of 


LET’S  BUILD  A 
SMARTER  PLANET. 
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1.  Based  on  a  2011  commissioned  study  conducted  by  Forrester  Consulting  on  behalf  of  IBM.  2.  Based  upon  testing  of  the  IBM  PureApplicatlon  System  W1500-96  with  time  measured  from  powering  on  the  system  to  when  it  is  ready  to  support 
application  deployments  and  based  upon  testing  of  the  IBM  PureFlex  System  Express  &  Standard  models  containing  one  chassis  and  one  compute  node  with  the  time  measured  from  powering  on  the  system  to  when  it  is  ready  to  support  a  virtual 
image  deployment  3.  Up  to  2X  application  density  based  upon  simulations  of  virtualized  applications  on  an  IBM  Flex  System  x240  Compute  Node  as  compared  to  a  previous  generation  IBM  system  The  IBM  Flex  System  x240  Compute  Node  is 
available  in  IBM  PureFlex  System  and  IBM  PureAppiication  System  Up  to  2X  performance  of  business  applications  based  upon  testing  of  IBM  Storwize  v7000  “Easy  Tier"  on  previous  generation  IBM  system  IBM  Storwize  v7000  is  included  in 
IBM  PureFlex  System  and  IBM  PureAppiication  System  IBM.  the  IBM  logo;  ibmcom,  PureSystems,  Smarter  Planet  and  the  planet  icon  are  trademarks  of  International  Business  Machines  Corp,  registered  in  many  jurisdictions  worldwide  A  current 
list  of  IBM  trademarks  is  available  on  the  Wteb  at  www.ibm.com/legal/copytrade.shtmt  ©  International  Business  Machines  Corporation  2012. 


